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NO  TE 


TpOR  consideration  by  the  Assembly  of  the  League  of 
AT  Nations  during  the  meeting  now  in  progress  in  Geneva, 
the  Intemationd  Financial  Conference  at  Brussels  (which  adr 

joumed  October  8th) ,  formulated  and  adopted  unanimously  a 

series  of  Conclusions  wMch  are  herewith  presented  in  fuU. 

Although  fragmentary  reports  have  appeared,  this  is,  so  far 
as  is  known,  the  first  complete  publication  in  the  United  States 
of  these  CondvMons. 

The  International  Financial  Conference  was  instituted  by 
the  League  of  Nations  to  examine  into  and  report  upon  the 
financial  situation  of  the  world  and  to  propose  measures  for 
the  relief  of  the  international  situation  as  well  as  for  improve- 
ment in  individual  countries.  Its  resolutions  and  findings 
were  based  upon  formal  economic  and  financial  statements 
made  by  the  nations  participating  in  the  conference,  which  in- 
cluded practically  all  the  principal  countries  of  the  world  with 
the  conception  of  Russia. 

Participating  in  the  conference  were  many  of  the  leading 
financial  experts  and  statesmen  of  European  and  other  coun- 
tries. Its  findings,  therefore,  represent  a  weighty  consensus  of 
opinion  as  to  those  measures  necessary  for  improving  the  posi- 
tion of  Public  Finance,  Currency  and  Exchange,  International 
Trade  and  International  Credits,  As  such  these  findings  as 
a  whole  are  invaluable  as  a  source  of  information,  and  worthy 
of  study  by  all  who  realize  the  transcendent  importance  of  the 
reconstruction  of  world  trade  and  finance — an  undertaking  in 
the  progress  and  success  of  which  the  United  States  is  vitally 
interested. 

Hakvey  D.  Gibson, 
President. 


International  Financial  Conference 

Conclusions  of  the  Commissions 


Public 

L 

Thirty-nine  nations  have  in  turn  placed 
before  the  bitemational  Financial  Confer- 
ence a  Stataneat  of  their  finandal  position. 
The  examination  of  these  statramts  brings 
out  the  extreme  gravity  of  the  general  ritna- 
tion  of  public  finance  throofj^at  the  wozld, 
and  particularly  in  Europe. 

Their  import  may  be  summed  up  in  the 
statement  that  three  out  of  every  four  of  the 
countries  represented  at  this  Conferom,  and 
eleven  out  of  twelve  of  the  European  coun- 
tries, anticipate  a  Budget  deficit  in  the  pres- 
ent year.  Public  opinion  is  largely  ieq[Nmri- 
ble  for  this  situation. 

The  close  connection  between  these  Budget 
deficits  and  the  cost  of  living,  which  is  caus- 
ing such  suffering  and  unrest  throughout  the 
world,  is  far  from  being  grasped.  Nearly 
every  Government  is  being  pressed  to  incur 
fresh  expenditure ;  largely  on  palliatives 
which  aggravate  the  very  evils  against  which 
they  are  directed. 

The  first  step  is  to  bring  public  opinion  in 
every  country  to  realise  the  essratial  facts 
of  the  sitoation  and  partkolarly  the  need  for 
re-estaUishing  pnUie  finances  on  a  sound 
basis  as  a  prdiminary  to  the  exeentiim  of 
those  social  reforms  idudh  the  worid  de- 
mands. 

Increase  of 
ProdiKd^m 

PoUic  attention  should  be  espedany 
drawn  to  the  fact  that  the  reduction  of  prices 
and  the  restoration  of  prosperity  is  depend- 
ent mi  the  increase  of  prodncticm,  and  that 
the  continual  «mss  of  Government  ezpendi- 
ture  over  revenue  represented  by  Bu4get 
defidts  is  one  <rf  the  most  seriotts  obstades 


Finance 

to  rach  increase  of  prodnetiMi,  as  it  must 
socmer  or  later  inn^  the  flawing  ctmse- 
quences: — 

(a)  Further  inflation  of  credit  and  cur- 
rency. 

(6)  A  furth^  d^redatMm  in  the  pur- 
chasing power  of  the  draiestic  eurrencyy  and 
a  still  greats-  mstability  of  tiie  foragn  ex- 
changes. 

(c)  A  further  rise  in  prices  and  in  the 

cost  of  living. 

The  country  which  accepts  the  pdicy  of 
Budget  deficits  is  treading  the  slij^pery  path 
which  leads  to  general  ruin;  to  esci^  from 
that  path  no  sacrifioe  is  too  great. 

m. 

Restriction  of 
£xpeiMliture 

It  is  therefore  imperative  that  every  Gov- 
emment  should,  as  the  first  social  and  finan- 
cial rrform,  on  iriu^  aQ  others  depend : — 

(fl)  Restrict  its  ordinary  recurrent  ex- 
penditure, including  the  service  of  the  debt 
to  such  an  amount  as  can  be  covered  by  its 
ordinary  revenue. 

(  6  )  Rigidly  reduce  all  expenditure  on  arm- 
aments in  so  far  as  such  reduction  is  com- 
patflUe  with  the  preservatim  of  w^lMMftl  se- 
curity. 

(c)  Abandon  all  unproductive  extraor- 
dinary expenditure. 

{d)  Restrict  evoi  productive  extraordi- 
nary eipenditare  to  the  lowest  possSUe 
amount. 


IV. 

Reduction  of 
Arnuuuents 

The  Suprane  Council  of  the  Allied  Powers 
in  its  pronoonconent  on  the  8th  March  de- 
clared that  ^^Amues  should  everywhere  be  re- 
duced to  a  peace  footing  that  armaments 
should  be  limtted  to  the  lowest  posnble  figure 
compatilde  with  national  security,  and  that 
the  League  of  Nations  should  be  invited  to 
eonrndnETy  as  soon  as  possilde,  proposals  to 
this  end."  The  statanents  presented  to  the 
Cmference  show  that,  on  an  average,  some 
20  per  cent,  of  the  national  expenditure  is 
still  being  devoted  to  the  maintenance  of 
armaments  and  the  preparations  for  war. 

The  Omference  derires  to  affirm  mth  the 
utmo^  emphasis  that  the  world  cannot  afford 
this  ^(penditure.  Only  by  a  frank  policy  of 
mutual  co-operation  can  the  Nations  hope  to 
r^iain  their  old  prosperity ;  and  in  order  to 
secure  tiiat  result  the  whole  resources  of  each 
country  nrast  be  devoted  to  strictly  produc- 
tive purposes. 

The  Conference  accordin^y  recommends 
most  earnestly  to  the  Council  of  the  League 
of  Nation  the  desirability  of  conferring  at 
once  with  the  several  Governments  concerned, 
with  a  view  to  securing  a  general  and  agreed 
reduction  of  the  crushing  burden  which,  on 
their  existing  scale,  armaments  still  impose 
on  the  impoverished  peoples  of  the  world, 
sapping  their  resources  and  imperilling  their 
recovery  from  the  ravages  of  war.  The  Con- 
ference hopes  that  the  Assembly  of  the 
League  which  is  about  to  meet  will  take  ener- 
getic action  to  this  end. 

V. 

Abandonment  of 
Artificial  Measures 

WUle  reeognimng  the  practical  difficulties 
in  the  way  of  immediate  action  in  all  cases, 
the  Conference  considers  that  ev^y  Govern- 
ment should  abandon  at  the  earliest  practica- 
ble date  all  uneconomical  and  artificial  meas- 
ures which  conceal  from  the  people  the  true 
economic  situati<m;  such  measures  include: 


(a)  Hie  artificial  cheapening  of  bread  and 
other  foodstuffs,  and  of  coal  and  other  mate- 
rials by  selling  them  bdow  cost  price  to  the 
public,  and  the  provision  of  unemployment 
doles  of  such  a  character  as  to  demoraliae 
instead  of  «acouragmg  indnstry. 

(b)  The  maintenance  of  railway  fares, 
postal  rates  and  dhaiges  for  other  gov^n- 
ment  services  on  a  basis  vduch  is  insuffidait 
to  cover  tiie  cost  of  the  services  i^vw,  in- 
dhiding  annual  charges  on  capital  account. 

VL 

Further  Taxaticm 
Neoessary 

In  so  far  as,  after  every  effort  has  been 
made,  it  is  impossible  to  cut  down  expendi- 
ture within  the  limits  of  existing  revenues, 
fresh  taxation  must  be  imposed  to  meet  the 
deficit,  and  this  process  must  be  rutUessly 
continued  until  the  revenue  is  at  least  sufll- 
cient  to  meet  ilie  full  amount  of  tiie  recur- 
rent ordinary  exp^diture.  The  Conference 
considers  that  the  relative  advantages  of  the 
various  posubk  means  of  mcreasmg  the  na- 
ticmal  revmiue,  wfaetiber  by  direct  or  indirect 
taxation  or  by  a  capital  levy  (to  be  ^voted 
to  tiie  repaymmt  of  debt),  depend  upon  the 
special  economic  conditions  obtaining  in  eadi 
country,  and  that  in  consequence  each  coun- 
try must  decide  for  itself  on  the  methods 
which  are  best  suited  to  its  emn  internal 
economy^ 

Vlt 

Cessation  of 
Borrowing 

If  the  above  prindcpleB  are  acoq>ted  and 
applied,  loans  will  not  be  required  for  reeur- 
r^t  ordinarf  expenditure;  borrowing  for 
that  purpose  must  cease.  In  a  number  of 
countries,  however,  altimugh  the  ordinary  ex- 
penditure must  at  the  present  time  be  imder- 
taken  on  capital  account.  This  applies  more 
especially  in  the  case  of  those  countries 
devastated  during  the  war,  whose  reconstruc- 
tion charges  cannot  possibly  be  met  from  or- 
dinary receipts.  The  restoration  of  the 
devastated  areas  is  of  capital  importance  for 
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the  re-establishment  of  normal  economic  con- 
ditions; and  loans  for  tiiis  purpose  are  not 
only  unavoidable  but  justifiable.  But  in 
view  of  the  diortage  of  capital  it  will  be  dilB- 
cult  to  secure  the  sums  required  even  for  this 
purpose,  and  only  the  most  urgent  schemes 
should  be  pressed  forward  immediately. 

VHL 

Fresh  Lcmuos  Met 
Out  of  Savings 

The  means  by  which  loans  are  raised  are 
no  less  important  than  the  purposes  for 
which  they  are  destined.  In  future  the  loans 
which  are  required  for  urgent  capital  pur- 
poses must  be  met  out  of  the  real  savings  of 
the  people.  But  those  savings  have,  as  it 
were,  been  pledged  for  many  years  ahead  by 
the  credits  created  during  the  war,  and  the 
first  step  to  raising  fresh  money  must  be  to 
fund  the  undigested  floating  obligations  with 
frfiich  the  markets  are  burdened. 

These  principles  apply  both  to  internal 
and  to  external  borrowing,  and  in  regard  to 
the  latter  we  suggest  that  it  would  be  in  the 
general  interest  for  the  creditor  countries  to 
give  such  facilities  as  may  be  possible  to  the 
ddbtor  countries  to  fund  their  floating  obli- 
gations at  the  earliest  possible  date. 

IX. 

Publicity 
Demanded 

In  order  to  enlist  public  intmst  it  is  es- 
sential to  give  the  greatest  publicity  possible 
to  the  situation  of  the  public  finances  of  each 
State. 

The  Conference  is,  therefore,  of  the  opin- 
ion that  the  work  already  accomplished  by 
the  Secretariat  in  its  comparative  study  of 
public  finances  should  be  continued,  and  it 
suggests  that  the  Council  of  the  League  of 
Nations  should  request  all  its  Mesnbers  and 
all  tiie  Natrons  represented  at  this  Confer- 
enoe  to  furnish  it  r^pdarly  not  only  with 
Buc^^  estimates  and  final  Budget  figures» 


but  also  with  a  half-yearly  account  of  actual 
reoapts  and  expenditure.  At  tibe  same  time, 
countries  should  be  urged  to  siqpply  as  com- 
plete inf  ormatim  as  is  posnUe  on  liie  odst^ 
ing  system  of  taxation*  and  any  suggestions 
which  may  appear  in  each  State  to  be  useful 
for  the  financial  education  of  the  pobGc 
<^inion  of  the  worid« 

Willi  the  aid  of  the  information  thus  ob- 
tained the  League  of  Nations  would  be  en- 
abled to  prepare  pamphlets  for  periodical 

publication  setting  out  the  comparative 
financial  position  of  the  countries  of  the 
world,  and  making  clear  the  vwrious  systems 
of  taxation  in  force. 

X. 

Strict  Application 
Necessary 

The  Conference  is  of  opinion  that  the  strict 
application  of  the  principles  outlined  above 
is  the  necessary  condition  for  the  re-estab- 
lishment of  public  finances  on  a  sound  basis. 
A  country  wUdh  does  not  contrive  as  soon 
as  possible  to  attain  the  execution  of  these 
princi{de8  is  doomed  beyond  hope  of  recov- 
^y.  To  omUe  Govemmoits,  however,  to 
give  dfect  to  tiftese  prind^es,  all  classes  of 
tiie  community  must  contribute  thdr  share. 

Lidustry  must  be  so  organized  as  to  en- 
courage the  mayimnm  production  on  the  part 
of  capital  and  labor,  as  by  such  producstion 
alone  will  labor  be  able  to  obtain  those  im- 
proved CMiditions  of  life  idudi  it  is  the  aim 
of  every  country  to  secure  for  its  people. 

All  classes  of  the  population,  and  particu- 
larly the  wealthy,  must  be  prepared  willingly 
to  accept  the  changes  necessary  to  remedy 
the  present  situation. 

Above  all,  to  fill  up  the  gap  between  the 
supply  of  and  the  demand  for  commodities,  it 
is  the  duty  of  every  patriotic  citizen  to  prac- 
tise the  strictest  possible  economy  and  so  to 
contribute  his  maximum  effort  to  tiie  coiranon 
weaL  Such  private  action  is  the  indispens- 
able basis  for  tiie  fiscal  measures  required  to 
restore  public  finances. 
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Currency  and  Exchange 


The  currency  of  a  country,  in  the  sense  of 
the  immediate  purchasing  power  of  the  com- 
munity, indudes  (a)  the  actual  legal  tender 
money  in  existence,  and  (fe)  any  promises  to 
pay  legal  tender,  e»  g,,  as  Bank  balances — 
which  are  available  for  ordinary  daily  trans- 
actions. 

The  currencies  of  all  belligerent,  and  of 
many  other  countries,  though  in  greatly 
varying  degrees,  have  since  the  beginning  of 
the  war  been  expanded  artificially,  regardless 
of  the  usual  restraints  upon  such  expansion 
(to  which  we  refer  later)  and  without  any 
corresj)onding  increase  in  the  real  wealth 
upon  which  their  purchasing  power  was 
based ;  indeed  in  most  cases  in  spite  of  a 
serious  reduction  in  such  wealth. 

It  should  be  clearly  understood  that  this 
artificial  and  unrestrained  expansion,  or  "in- 
flation" as  it  is  called,  of  the  currency  or  of 
the  titles  to  immediate  purchasing  power, 
does  not  and  cannot  add  to  the  total  real 
purchasing  power  in  existence,  so  that  its 
effect  must  be  to  reduce  the  purchasing  power 
of  each  unit  of  the  currency.  It  is,  in  fact, 
a  form  of  debasing  the  curr«icy. 

The  effect  of  it  has  beat  to  intensify,  in 
terms  of  the  inflated  cunraicies,  the  general 
rise  in  prices,  so  that  a  greater  amount  of 
sueb  currency  is  needed  to  procure  tiie  ac- 
customed supply  of  goods  and  services. 
Where  this  additional  currency  was  procured 
by  furth^  ''inflation'*  (  ».  r.,  by  printing  more 
paper  money  or  creating  fresh  credit)  there 
arose  what  has  beai  called  a  *Sndous  spiral" 
of  constantly  rising  prices  and  wages  and 
constantly  increasing  inflation,  with  the  re- 
sulting disorganization  of  all  business,  dislo- 
cation of  the  exchanges,  a  progressive  in- 
crease in  the  cost  of  living,  and  consequent 
labor  unrest. 

I. 

Therefore: 

It  is  of  the  utmost  importance  that  the 
growth  of  inflation  should  he  stopped,  and 
this,  although  no  doubt  very  difficult  to  do 
immediately  in  some  countries,  could  quickly 


be  accomplished  by  (1)  abstaining  from  in- 
creasing the  currency  (in  its  broadest  sense 
as  defined  above),  and  (2)  by  increasing  the 
real  wealth  ^pon  which  such  currancy  is 
based. 

The  cessation  of  increase  in  the  currency 
should  not  be  achieved  merely  by  restricting 
the  issue  of  legal  tender.  Such  a  step,  if 
unaccompanied  by  other  measures,  would  be 
apt  to  aggravate  the  situation  by  causing  a 
monetary  crisis.  It  is  necessary  to  attack 
the  causes  which  lead  to  the  necessity  for  the 
additional  currency. 

The  chief  cause  in  most  countries  is  that 
the  Govemmtrnts,  finding  themselves  unable 
to  meet  their  expenditures  out  of  revenue, 
have  been  tempted  to  resort  to  the  artificial 
creation  of  fresh  purchasing  power,  either  by 
the  direct  issue  of  additional  legal  tender 
money,  or  more  frequently  by  obtaining — es- 
pecially from  the  Banks  of  Issue,  which  in 
some  cases  are  unable  and  in  others  unwilling 
to  refuse  them — credits  which  must  them- 
selves be  satisfied  in  legal  tender  money.  We 
say,  therefore,  thai — 

XL 

GoverwrnmU  must  Undt  iheir  ewpen^iwre 
to  their  revenue,  {We  are  not  cormdering 
here  the  finance  of  reeonetmciing  devaeiaied 
areaeJ) 

TSL 

Banks,  and  especially  Banks  of  Issue, 
should  be  freed  from  political  pressure  and 
should  he  conducted  solely  on  the  lines  of 
prudent  finance. 

But  the  Governments  are  not  the  only 
oflFenders  in  this  respect ;  other  parties,  and 
especially  in  some  countries  the  municipali- 
ties and  other  local  authorities,  have  raised 
excessive  credits  which  in  the  same  way  mul- 
tiply the  titles  to  purchasing  power. 

Nor  will  if  be  sufficient,  for  the  purpose 
of  checking  farther  inflation,  that  additional 
issues  of  legal  tender  or  the  granting  of  addi- 
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tional  credits  should  cease;  since  the  floating 
dthU  of  Government  and  other  authorities 
constitute  in  tbemsdves  a  form  of  potential 
currency,  in  that,  except  in  so  far  as  they  are 
constantly  renewed,  their  amount  will  come 
to  swell  tiie  total  currency  in  ezistoioe;  con- 
sequently— 

IV. 

The  creation  of  additional  credit  shotdd 
cease  and  Governments  and  municipali ties 
should  not  only  not  increase  their  floating 
dehtSy  hut  should  begin  to  repay  orfuatd  them 
by  degrees. 

In  normal  times  the  natural  and  most  ef- 
fective regulator  of  the  volume  and  distribu- 
tion of  credit  is  the  rate  of  interest  which 
the  central  Banks  of  Issue  are  compelled,  in 
self-preservation  and  in  duty  to  the  com- 
munity, to  raise  when  credit  is  unduly  ex- 
panding. It  is  true  that  high  money  rates 
would  be  expensive  to  Governments  which 
have  large  floating  debts,  but  we  see  no 
reason  why  the  community  in  its  collective 
capacity  (».  e„  the  Government)  should  be 
less  subject  to  the  normal  measure  for  re- 
stricting credit  than  the  individual  members 
of  the  community.  In  some  countries,  how- 
ever, the  financial  machinery  has  become  so 
abnormal  that  it  may  be  difficult  for  such 
corrective  measure  to  be  immediately  applied. 
We  recommend,  therefore,  that — 

V. 

UnttI  credit  can  he  controlled  merely  hy 
the  normal  inflnence  of  the  rate  of  interest, 
it  shotdd  only  be  granted  for  real  economic 
needs. 

It  is  impossible  to  lay  down  any  rule  as  to 
the  "proper  rates"  of  discount  or  interest 
for  different  countries.  These  rates  will  de- 
pend not  only  on  the  supply  and  demand  at 
different  times,  but  also  on  other  factors 
often  of  a  psychological  nature.  It  may, 
indeed,  confidently  be  said  that  when  once  the 
arbitrary  increase  of  inflation  ceases,  and 
when  the  Banks  of  Issue  are  able  successfully 
to  perform  their  normal  functions,  rates  will 
find  their  own  proper  level. 

The  complementary  steps  for  arresting  the 


increase  of  inflation  by  increasing  the  wealth 
on  wfaidh  tiie  curraiey  is  based,  may  be 
summed  up  in  the  words:  increased  produc- 
tion and  decreased  consumption. 

The  most  intensive  production  possiUe  is 
required  in  order  to  make  good  the  waste  of 
war  and  arrest  inflation,  and  thus  to  reduce 
the  cost  of  living ;  yet  we  are  witnessing  in 
many  countries  production  below  the  nornud, 
together  with  those  frequent  strikes  which 
aggravate  instead  of  help  to  cure  the  present 
shortage  and  deamess  of  commodities. 

When  diminution  in  the  Grovemments'  de- 
mands frees  more  credits  for  trade  and  for 
the  recuperation  of  the  world,  whm  inflation 
has  ceased  and  prices  cease  to  rise,  and  when 
the  general  unsettlement  caused  by  the  war 
subsides,  it  is  probable  that  great  improve- 
nmt  will  be  seen  in  productive  activity. 

Yet,  in  our  opinion,  the  production  of 
wealth  is  in  many  countries  suffering  from  a 
cause  whidi  it  is  more  directly  in  the  power 
of  Grovemments  to  remove,  vi«.,  the  control 
in  various  forms  which  was  often  imposed  by 
thm  as  a  war  measure  and  has  not  yet  been 
completely  rdaxed.  In  some  cases,  business 
has  even  been  taken  by  Governments  out  of 
the  hands  of  the  private  trader,  whose  enter- 
prise and  experience  are  a  far  more  potent 
instmmait  for  the  recuperation  of  tibe 
countiy* 

Another  urgent  need  is  the  freest  possible 
international  exdiange  of  commodities.  With 
this  another  Comnnsdon  will  deal,  but  we  fed 
that  our  recommendations  here  on  inflation 
would  not  be  complete  without  addmg  that — 


VL 


Commerce  should  as  soon  as  possible  be 
freed  from  control,  and  impediments  to  inter- 
national trade  removed. 

Equally  urgent  is  the  necessity  for  de- 
creased consunsption  in  an  impoverished 
world  where  so  much  has  been  destroyed  and 
where  productive  power  has  been  impaired* 
It  is,  therefore,  specially  important  at  pres- 
ent that,  both  on  public  and  private  account, 
and  not  only  in  impoverislied  countries,  but 
in  every  part  of  the  worid — 
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vn. 

All  superf.uou8  expenditure  should  he 
avoided. 

To  attain  this  end,  the  enlightenment  of 
public  opinion  is  the  most  powerful  lever. 
If  the  wise  control  of  credit  brings  dear 
money,  this  result  will  in  itself  help  to  pro- 
mote economy. 

We  pass  now  from  inflation  and  its  reme- 
dies to  the  other  points  submitted  to  us. 

Without  entering  into  the  question  whether 
gold  is  or  is  not  the  ideal  common  standard 
of  value,  we  consider  it  most  important  that 
the  world  should  have  common  standard,  and 
that,  as  gold  is  to-day  the  nominal  standard 
of  the  civilized  world — 


wheiher  such  attempt  could  succeed;  but  thift 
question  might  well  be  submitted  to  the  Com- 
mittee to  which  we  refer  later,  if  it  abould  be 
appointed. 

We  bdieve  that  neither  em  International 
Currency  nor  an  International  Unit  of  Ac- 
count woM  eerve  ang  ueeful  purpoee  or  re- 
move any  of  the  diflcnlties  from  wbb^  Liter- 
national  Exchange  suffers  to-day. 

xnL 

We  ca/n  find  no  justification  for  supporting 
the  idea  that  foreign  holders  of  Bank  notes 
or  Bank  balances  should  be  treated  difer- 
ently  from  native  holders. 


vra. 

It  is  highly  desirable  that  the  cowntrtes 
which  have  lapsed  frovi  an  effective  gold 
standard  should  return  thereto. 

It  is  impossible  to  say  how  or  when  all  the 
older  countries  would  be  able  to  return  to 
their  former  measure  of  effective  gold  stand- 
ard, or  how  long  it  would  take  the  newly 
formed  countries  to  establish  such  a  stand- 
ard.   But  in  our  opinion — 

IX. 

It  is  useless  to  attempt  to  fix  the  ratio  of 
existing  fiduciary  currencies  to  their  nominal 
gold  value;  as,  unless  the  condition  of  the 
country  concerned  were  sufficiently  favorable 
to  make  the  fixing  of  such  ratio  necessary, 
it  could  not  be  maintained. 

The  reversion  to,  or  establislunent  of,  an 
effective  gold  standard  would  in  many  cases 
demand  enormous  deflation  and  it  is  certain 
that  such — 

Deflation^  if  and  when  undertaken,  must 
be  carried  out  gradually  amd  with  great  cow^ 
Hon;  othiarwise  the  distorbance  to  trade  and 
credit  mi{^  prove  dtsastrons. 

XL 

We  cannot  recommend  any  attempt  to  eta* 
Mlize  the  value  of  gold  and  we  graiody  doubt 


XIV. 

In  countries  where  there  is  no  central  Bank 
of  Issue,  one  shoidd  he  established^  and  if 
the  assistance  of  foreign  capital  were  re- 
quired for  tlie  promotion  of  such  a  Bank, 
some  form  of  international  control  might  be 
required. 

XV. 

Attempts  to  limit  fluctuations  in  Exchange 
by  imposing  artificial  control  on  Exchange 
operations  are  futile  and  mischievous.  In  so 
far  as  they  are  effective  they  falsify  the  mar- 
ket, tend  to  remove  natural  correctives  to 
such  fluctuations  and  interfere  with  free  deal- 
ings in  forward  Exchange  which  are  so  nec- 
essary to  enable  traders  to  eliminate  from 
their  calculations  a  margin  to  cover  risk  of 
exchange,  which  would  otherwise  contribute 
to  the  rise  in  prices.  Moreover,  all  Goyem- 
ment  interference  with  trade*  inchiding  £x- 
change,  tends  to  impede  that  improvement 
of  tlw  eoonoraio  ccmditions  of  a  country  by 
which  alone  a  healthy  and  stable  exchange 
can  be  secured. 

We  support  the  suggestion  that — 

XVL 

A  Cowmttee  shoidd  he  set  up  both  for 
continuing  the  coUeetion  of  the  valuable  fin- 
ancial statistics  that  have  been  furnished  for 
this  Conference  and  also  the  further  investi- 
gation of  currency  policy. 
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International  Trade 


L 

The  International  Financial  Conference 
affirms  that  the  first  condition  for  the  re- 
sumption of  international  trade  is  the  res- 
toration of  real  peace,  the  conclusion  of  the 
wars  which  are  still  being  waged,  and  the 
assured  maintenance  of  peace  for  the  future. 
The  continuance  of  the  atmosphere  of  war 
and  of  preparations  for  war  is  fatal  to  the 
developmait  of  that  mutual  trust  whadi  is 
essential  to  the  resumption  of  normal  trading 
relations.  The  security  of  internal  emdi- 
tims  is  scarcdy  less  important,  as  forc^ 
trade  cannot  proqp^  in  a  country  whose  in- 
ternal conditions  do  not  insfHre  confidence* 
Use  C<Hif ereooe  trusts  that  the  League  of 
Nations  will  lose  no  c^portnnsty  to  secure 
the  full  restoration  and  eontiaiMd  muntcn- 
ance  of  peace. 

The  Litmiational  Financial  Conference 
affirms  that  tiie  improvement  of  the  financial 
position  largely  depends  on  the  general  res- 
toratbn  as  soon  as  possible  of  good-will  be- 
tween the  various  nations;  and  m  iMurticolar 
it  endorses  the  declaration  of  the  Supreme 
Counca  of  tile  8th  Bfardi  last  nhat  tiie 
**States  wbidb  have  been  created  or  ndai^^ 
"as  a  result  of  the  war  should  at  once  re- 
-establish full  and  friendly  co-operation,  and 
^'arrange  for  the  unrestricted  interchange  of 
^'commodities  in  order  that  the  essential  unity 
"of  European  economic  life  may  not  be  im- 
"paired  by  the  erection  of  artificial  economic 
"barriers." 


m. 

The  Conference  recommends  that,  within 
such  limits  and  at  such  time  as  may  appear 
possible,  each  country  should  aim  at  the  pro- 
gressive restoration  of  that  freedom  of  com- 
merce which  prevailed  before  the  war, 
including  the  withdrawal  of  artificial  restric- 
tions on,  and  discriminations  of  price  against, 
external  trade. 

IV. 

The  Intmiaticmal  Financial  Conference 
expresses  its  conviction  that  the  instability 
of  the  exchanges  ooiwtitates  a  great  hin- 
drance to  the  resunqptioa  of  normal  iatema- 
tional  trade. 

V. 

The  International  Financial  Conference 
would  welcome  any  action  which  can  be  taken 
by  the  League  of  Nations  to  enable  the  coun- 
tries, which  under  present  conditions  cannot 
purchase  the  necessary  supplies  for  their  re- 
construction, temporarily  to  obtain  conuner- 
cial  credits  <m  an  approved  bans  for  this 
purpose. 

VI. 

The  International  Financial  Conferojce 
expresses  the  conviction  that  the  repair,  im- 
provement and  economical  use  of  the  trans- 
port systems  of  the  world,  and  particularly 
of  countries  affected  bv  the  war,  are  of  vital 
importance  to  the  restoration  of  internation- 
al trade. 


International  Credits 


I. 

The  Conference  recognizes  in  the  first 
place  that  the  difficulties  which  at  present 
lie  in  the  way  of  international  credit  opera- 
tions arise  almost  exclusively  out  of  the  dis- 
turbance caused  by  the  war,  and  that  the 
normal  working  of  financial  markets  cannot 
be  completely  re-established  unless  peaceful 


relations  are  restored  between  all  peoples  and 
the  outstanding  financial  questions  resulting 
from  the  war  are  made  the  subject  of  a  defi- 
nite settlement  which  is  put  into  execution. 

n. 

The  Conference  is,  moreover,  of  opinion 
that  the  revival  of  credit  requires  as  pri- 


ll 


mary  conditions  the  restoration  of  order  in 
puUie  finance,  the  cessation  of  inflatiim,  the 
puri^g  of  currencies,  and  the  freedmn  of 
conunerdal  transactions.  The  resolutions  of 
the  Commission  on  fiitemational  Credits  are 
therefore  based  on  the  resolutions  of  the 
other  Connnissionft. 

m. 

The  Conference  recognkes,  however,  that 
this  genmd  improvionent  in  the  situation  re- 
quires a  consaderabk  period  of  time,  md  that 
in  present  cvrcumstances  it  is  not  possible 
for  certain  countries  to  restore  tiieir  econom- 
ic activity  without  assistance  from  abroad. 
This  assistance  is  required  for  periods  which 
exceed  the  normal  term  of  ccmn^xial  operar 
tions. 

IV. 

The  Ccmf  erence  is  of  opinion  that  in  prin- 
ciple the  resources  out  of  which  this  assist- 
ance is  to  be  provided  should  be  found  from 
the  savings  of  the  lending  countries  and 
must  not  result  in  undue  increase  of  the  fidu- 
ciary circulation — ^that  is  to  say,  in  the  cre- 
ation or  extension  of  a  disproportion  be- 
tween means  of  payment  and  the  gamine 
requirements  of  business. 

V. 

The  Conference  believes,  on  the  other 
hand,  that  this  assistance  can  only  be  effec- 
tively accorded  to  countries  which  are  pre- 
pared to  assist  one  another  in  the  restoration 
of  economic  life,  and  to  make  every  effort  to 
bring  about  within  their  own  frontiers  the 
sincere  collaboration  of  all  groups  of  citi- 
zens and  to  secure  conditions  which  give  to 
work  and  thrift  liberty  to  produce  their  full 
results* 

VL 

The  Conference  does  not  believe  that, 
apart  from  particular  deciidons  dictated  by 
national  interests  or  by  considerations  of 
humanity,  credits  should  be  accorded  direct- 
ly by  Govenunentflu 


m 

It  appears  to  the  Conference  that  one  of 
the  chief  obstacles  to  the  granting  of  credits 
is  the  absence  in  borrowing  countries  of  suffi- 
cient security  for  ultimate  repayment.  The 
Conference  therefore  studied  with  attention 
in  the  light  of  the  general  considerations  enu- 
merated above,  all  the  proposals  presented 
with  a  view  to  creating  guarantees  which 
would  provide  satisfactory  security  for  ex- 
porters. 

The  Conference  has  been  forced  to  recog- 
nize that  no  single  system  could  by  itself  suf- 
fice to  provide  for  the  many  different  needs 
of  the  various  countries,  and  that  it  is  neces- 
sary to  indicate  a  series  of  measures  suffi- 
ciently elastic  to  be  adapted  afterwards  to 
every  variety  at  dreumstwaees. 

For  tiiese  reasons  the  Conference  decided 
to  make  the  following  recommendatiiMu: 

vra. 

An  international  organization  should  be 
formed  and  placed  at  the  disposal  of  States 
desiring  to  have  resort  to  credit  for  the  pur- 
pose of  paying  for  their  essential  imports. 
These  States  would  then  notify  the  assets 
which  they  are  prepared  to  pledge  as  security 
for  the  sake  of  obtaining  credit,  and  would 
come  to  an  understanding  with  the  interna- 
tional organization  as  to  the  conditions 
under  which  these  assets  would  be  adminis- 
tered. 

The  bonds  issued  against  this  guarantee 
would  be  used  as  collateral  for  credits  in- 
tended to  cover  the  cost  of  commodities. 

A  plan  based  upon  these  principles  is  de- 
veloped in  the  Annex.  It  has  been  devised  to 
enable  States  to  facilitate  the  obtaining  of 
commercial  credits  by  their  nationak.  It  is 
easy  to  see  that  the  sdwme  is  susceptible  of 
developmoit  in  yarious  directions,  and  that 
some  of  its  provisions  might  be  adapted  so 
as  to  facilitate  the  extension  of  credit  direct 
to  public  corporations. 

A  Committee  of  financiers  and  business 
men  should  be  nominated  forthwith  by  the 
Council  of  the  League  of  Nations  for  the  pur- 
pose of  defining  the  measures  necessary  to 
give  inractical  effect  to  this  proposal. 
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IX. 

It  has  been  rq>res«ited  to  the  Conference 
that  more  complete  results  wif^t  be  achieved 
if  the  bonds  used  as  collateral  were  to  oarry 
some  international  guarantee. 

The  Conference  sees  no  objecticm  to  the 
further  consideration  of  tiiSB  proposal.  The 

Committee  referred  to  in  paragraph  VIII 
above  mi^t  usefully  consider  the  conditions 
und^  whi^  it  could  be  applied, 

JL 

It  has  also  been  represented  to  the  Confer^ 
mee  that  an  extension  on  international  lines 
of  the  existing  system  of  e^qport  credit  bir 
surance  would  in  many  instances  be  of  great 
value  in  developing  trade  with  countries 
where  political  and  social  conditims  grve  rise 
to  an  anxiety  whidi  is  often  exaggerated  by 
exporters.  The  Conference  believes  that  an 
extounon  of  this  kind  is  worthy  of  consid^ 
ation»  flmd  that  it  shouldbe  exaoouiedin  detail 
by  eqperts. 

XL 

The  attention  of  the  Conference  has  been 
called  to  the  present  system  of  "finishing 
credits,"  that  is  to  say,  of  credits  under 
which  a  lien  in  favor  of  the  exporter  or  a 
banker  is  maintained  on  the  raw  material  in 
all  its  different  stages  and  upon  the  proceeds 
of  the  manufactured  article.  This  systm 
has  suffered  greatly  owing  to  the  lack,  in 
many  countries,  of  sufficient  legal  protection 
for  the  exporter  throughout  the  Tarions 
stages  of  importation,  manufacture,  reex- 
portation and  sale.  The  Conferesioe,  would 
suggest  that  the  Council  be  recommended  to 
draw  the  attention  of  tiie  £ff<»ent  Govem- 
maxtB  to  tibis  question,  and  to  summon  an 
advisory  body  of  legal  experts  and  business 
men  to  specify  the  legislative  action  which  it 
would  be  desirable  to  take  in  order  to  attain 
the  desired  object  in  each  of  the  oountries 
eonoemed* 

xn. 

Apart  from  the  above-mentioned  proposals 
which  the  Conference  recommends  the  League 
of  Nations  to  adopt,  and  if  possible  to  apply 
in  practice,  the  Conference  believes  that  the 


activities  of  the  League  might  usefully  be 
directed  towards  promoting  certain  reforms, 
and  collecting  the  relevant  information  re- 
quired to  facilitate  credit  operations.  In 
this  connection  the  Conference  considers  it 
well  to  draw  attention  to  the  advantages  of 
making  progress  under  each  of  the  following 
heads: 

(1)  UnificatiM  of  the  lawa  rdathig  to 
WHm  of  exchange  and  bOk  of  lading; 

(2)  The  reciprocal  treatment  of  the 
branches  of  foreign  banks  in  different  coun- 
tries; 

(3)  The  publication  of  financial  informa- 
tion in  a  clear,  comparative  form; 

(4)  The  examination  of  daims  by  tiie 
holdars  of  bonds  the  mterest  on  whidi  is  m 
arrear; 

(5)  An  international  understanding  on 
the  mibject  of  lost,  stolen  or  destroyed  se- 
curities; 

(6)  The  establishment  of  an  international 
clearing  house; 

(7)  An  international  understanding  which, 
whUe  ttisuring  the  due  payment  by  everyone 
of  his  full  share  of  taxati«m,  would  avoid  the 
imposition  of  donUe  taxation  wliidi  is  at 
present  an  obstacle  to  tibe  pladng  of  invest- 
mants  abroad. 

XIXL 

During  the  course  of  its  deliberations  the 
Conference  could  not  fail  to  be  impressed  by 
the  fact  that  all,  or  almost  all,  of  the  many 
proposals  submitted  for  its  consideration  re- 
quire at  some  stage  the  active  intervention 
of  tlie  League  of  Nations.  The  Conference 
is  unanimouslv  in  sympathy  with  this  ten- 
dency, and  believes  tliat  it  is  desirable  to 
extend  to  the  problems  of  finance  that  inter- 
national co-operation  which  the  League  of 
Nations  has  inaugurated,  and  which  it  is  at- 
tempting to  promote  in  order  to  improve  the 
general  situation  and  maintain  the  peace 
of  tile  world. 
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Annex 
Commercial  Credits 


1.  In  order  that  impoverished  nations, 
which  under  present  circumstances  are  un- 
able to  obtain  accommodation  on  reasonable 
terms  in  the  open  market,  may  be  able  to 
command  the  confidence  necessary  to  attract 
funds  for  the  financing  of  their  essential  im- 
ports, an  international  commission  shall  be 
constituted  under  the  au^ices  of  the  League 
of  Nations. 

2.  The  commission  shall  consist  of  bankers 
and  business  men  of  international  repute, 
appointed  by  the  Council  of  the  League  of 
Nations. 

3.  The  OQOlimssion  shall  have  the  power 
to  appoint  sub-commissions  and  to  devolve 
upon  them  the  exercise  of  Its  authority  in 
participating  countries  or  in  gxoiqps  of  par- 
tidpatii^;  eoontiies. 

4.  The  Governments  of  countries  desir* 
ing  to  participate  shall  notify  to  the  comnris- 
sion  what  specific  assets  they  are  prepared 
to  ass^  as  security  for  commercial  o^ts 
to  be  granted  by  the  nationak  of  acporting 
countries. 

5.  The  commission,  after  examination  of 
these  assets,  shall  of  its  own  authority  de- 
termine the  gold  value  of  the  credits  which 
it  would  approve  against  the  security  of  these 
assets. 

6.  The  participating  Goyemment  shall 
then  be  authorized  to  prepare  bonds  to  the 
gold  value  approved  by  the  commission,  each 
in  one  specific  currency  to  be  determined  on 
the  issue  of  the  bond. 

7.  The  date  of  maturity  and  the  rate  of 
interest  to  be  home  by  tlwse  bon&  shall  be 
determined  by  the  participating  Government 
in  agreement  wiUi  tibe  ecHonmisrion. 

8.  The  service  of  these  bonds  shall  be  se- 
cured out  of  the  revenue  of  the  assigned 
assets. 


9.  The  assigned  assets  shall  in  the  first 
instance  be  administered  by  the  participating 
Government  or  by  the  international  commis- 
sion as  that  commission  may  in  each  case 
determine. 

10.  The  comnussion  shall  at  any  time  have 
the  right  of  making  direct  representations 
to  the  Council  of  the  League  of  Nations  as 
to  the  desirability  of  transferring  the  admin- 
istration of  the  assigned  assets  either  from 
the  commission  to  the  participating  Govern- 
ment or  from  tlie  participating  Grovernment 
to  the  commission. 

11.  The  decision  of  the  Council  of  tlie 
League  of  Nations  on  this  question  shall  be 
binding. 

12.  After  the  preparation  of  these  bonds 
the  participating  Grovernment  shall  have  the 
right  to  loan  the  bonds  to  its  own  nationals, 
for  use  by  them  aa  ecdlateral  security  for  im- 
portations. 

13*  The  bonds  shall  be  made  out  in  such 
curraides  and  in  such  denominations  as  are 
ap|dicable  to  the  particular  transaction  in 
respect  of  which  they  are  issued. 

14.  The  participating  Giovemment  shall 
be  free  to  take  or  not  to  take  security  for 
the  loan  of  tiiese  bonds  from  the  nationals  to 
whom  they  are  lent. 

15.  The  matxirity  and  the  rate  of  interest 
of  the  loan  of  the  bonds  shall  be  fixed  by 
agreement  between  the  participating  Govern- 
ment and  the  borrower  frf  the  bonds;  they 
need  not  be  liie  same  as  the  maturity  and  the 
rate  of  interest  of  the  bonds  themselves. 

16.  When  making  application  to  his  Gov- 
ernment for  a  loan  of  these  bonds,  the  im- 
porter must  furnish  proof  that  he  has  pre- 
viously obtained  from  the  international  com- 
mission express  permission  to  enter  into  the 
transaction  for  which  the  bonds  are  to  be 
given  as  coUateraL 
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17.  Each  bond,  before  it  is  handed  over  by 
the  participating  Government  to  the  import- 
er, shall  be  countersigned  by  the  commission 
in  proof  of  registration. 

18.  Having  obtained  the  consent  of  the 
commission  and  received  from  them  the  coun- 
tersigned bonds,  the  importer  will  pledge 
these  bonds  to  the  exporter  in  a  foreign  coun- 
try for  the  period  of  the  transaction. 

19.  The  exporter  will  return  to  him  on 
their  due  dates  the  coupons  of  the  pledged 
bonds,  and  the  bonds  themselves  on  the  com- 
pletion of  the  transaction. 

20.  On  receipt  of  the  coupons  and  the 
bonds  respectively,  the  importer  will  return 
them  to  liis  Government. 

21.  Bonds  returned  to  the  participating 
Government  shall  be  cancelled  and  may  sub- 
sequently be  replaced  by  other  bonds,  either 
in  the  same  or  in  a  different  currency^  up  to 
an  equivalent  amount. 

22.  The  exporter,  or  if  he  has  pledged  the 
bonds  the  institution  with  which  he  has  re- 
pledged  them  acting  on  his  behalf,  would  be 
free,  in  the  event  of  the  importer  not  fulfilling 
the  terms  of  his  contract,  to  hold  until  ma- 
turity the  bonds  given  as  collateral  by  the 
importer,  or  to  sell  them  in  accordance  with 
the  custom  in  his  country  in  case  of  default. 

23.  In  the  second  alternative  an  option  of 
repurchasing  the  bonds  direct  must  first  be 
given  for  a  short  period  to  the  Government 
which  issued  them. 

24.  If  a  sale  is  resorted  to  and  results  in  a 
surplus  beyond  what  is  necessary  to  cover 
the  claims  of  the  exporter  upon  the  importer, 
the  exporter  shall  be  held  accountable  for 
that  surplus  to  the  Grovernment  which  issues 
the  bonds. 

25.  The  revenues  from  the  assigned  assets 
shall  be  applied  as  follows  to  the  serrice  of 
the  bonds. 

26.  Out  of  these  revenues,  the  commission 
or  the  participating  Grovernment,  as  the  case 
may  be,  shall  purchase  foreign  currencies 
sufficient  to  meet  at  their  due  date  the  cou- 
pons on  an  bonds  any  time  oufitandiBg  in 
tlie  different  foreign  currencies* 

27.  In  addition  they  shall  establish  abroad 
in  the  appropriate  eurrenmeft  a  sinking  fund 


calculated  to  redeem  at  maturity  10  per  cent, 
of  the  bonds  outstanding  in  each  of  the  dif- 
ferent countries. 

28.  Further,  in  addition  to  the  amounts 
provided  for  payment  of  coupons  and  for  the 
endowment  of  the  sinking  fund,  they  shall 
establish  out  of  the  assigned  revenues  a  spe- 
cial reserve  in  one  or  more  foreign  currencies 
for  the  redemption  of  bonds  sold  in  accord- 
ance with  par.  22. 

29.  The  unount  to  be  set  aside  for  the 
special  reserve  shall  in  each  case  be  deter^ 
mined  by  tiie  eonmdsnon. 

30.  Any  surplus  remaining  at  the  ead  of 
each  year  after  the  provision  of  these  mr- 
vices  shall  be  at  ilie  free  disposat  of  the  par- 
ticipatii^  Goverararat. 

31.  A  participating  Grovernment  shall 
have  the  right  to  otkr  its  own  bcmds  as  col- 
lateral for  credits  obtained  for  the  purpose 
of  importations  on  Government  account. 
The  previous  assoit  of  the  eomaiiamm  will 
in  these  cases  also  be  required  for  the  partic- 
ular iaqiortations  derired  by  the  i^jrticipat- 
ing  Government. 

82.  If  a  participating  Grovemmmt  which 
has  hem  in  control  of  its  asdgned  reraiues 
should  fail  to  fulfill  its  obligations,  the  ex- 
porter concerned  will  notify  the  oonumsdon 
and  the  oommission  will  apply  to  the  Coundl 
of  the  League  of  Nations  for  the  transfer  of 
the  management  of  the  assigned  re?eaues  to 
the  commission. 

33.  The  consent  of  the  commission  is  nec- 
essary wbsmsvee  bonds  secured  on  the  as- 
signed assets  are  given  as  coUatezal  and 
shall  as  a  rule  be  accorded  only  for  the  im- 
port of  raw  materials  and  primary  necessi- 
ties. 

34.  The  commissbn  may,  however,  at  its 
discretion,  sanction  in  advance  tiie  importa^ 
tion  of  specified  quantities  of  sndi  goods. 

85.  Even  in  the  case  of  imports  under  sudi 
a  general  sanction  a  notificatim  of  tiie  pai^ 
ticular  transaction  must  be  n^gisftered  witii 
the  csommisrion. 

86.  The  assent  of  the  oommimon  must 
also  be  obtained  in  ev^  case  to  the  tmn 
of  the  credit  wfaidi  it  is  pvopoied  to  open. 
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